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Committee Co-Chair Hillyard called the meeting to order at 3:05 p.m.

1.

Introductions and Committee Business—Co-Chair Hillyard said meetingswill start and end on timewith
afiveto ten-minute break at 3:30. He asked that committee members stay in the meetings and be attentive
during that time frame. Committee members and staff then introduced themselves.

Sen. Hillyard said heand Co-Chair Bradshaw would like the committeeto focus on threeissues during the
session: the Regents new funding formula, faculty salaries (including retaining current faculty, issues
relating to teaching assi stantsvs. professors, and outreach to minority communities), and making decisons
that will make a differenceto an institution rather than distributing available funds across the system and
realy helping no one.

Sen. Hillyard said that because a portion of salary increases must come from a tuition increase, it forces
some school s to raise tuition when the tuition is already too high. He challenged each committee member
to make unbiased decisions so that every school president can say at the end of the session that they were
treated fairly.

Commissioner Cecelia Foxley introduced Regents present, and then school presidents introduced
themsalves and others from their institution. Sen. Hillyard noted that |egidative leadership is considering
holding two interim session meetingsonthe various campuses asaway of familiarizing therepresentatives
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and senators with higher education. He encouraged members of the Committee to think about those two
interim meetings and, for example, visiting a campus and/or looking at systemwide initiatives. A copy of
a proposed session agenda was distributed to the committee.

2. Discussion of Higher Education, New Funding Formula—Board of Regents Chair Charlie Johnson
distributed handouts on the proposed funding formula and said it is the number one priority for the
Committeethissession. The new formulais more predictable and movesaway from funding only growth.
He cautioned that, although they have spent a lot of time developing the new formula, it isawork in
progress; asit is used, they will need to make changes; it is, however, a start.

Unlike WPU (weighted pupil unit) funding in public education where the variable is the type of student,
higher education's FTE (full-time equivalent) is afixed rate with the variable being the type of education;
the cost of instruction (level of instruction). It was noted that one FTE is 15 credit hours. Higher
education'slargest expenditureis compensation at 80%; theremaining 20% coverslibraries, advising, etc.
Rep. Bryson expressed concern that counseling is overlooked. Mr. Johnson said that was partialy true
inthe past, but the new formulagives predictability to those areas. Rep. Bryson asked how accountability
factors into the formula.  Mr. Johnson said it is built in and each president is committed to that
accountability.

Rep. Jones asked how the formulaimpactstuition. Mr. Johnson said 25% of tuition increases must go to
salary increases as per the Executive Committees rules. The Board of Regents has adopted a two-tiered
tuition system with the first tier in the formula and the second tier market driven. Commissioner Foxley
said the Regents have requested a 4% tuition increased (Tier 1). Rep. Urquhart asked if the formulawill
impact admissions criteria; Mr. Johnson said that it would not.

Mr. Johnson discussed details of the new formulafound in the Regents's Budget Request document under
the Executive Summary. Higher education is funded based on FTEs. For example, at a residentia
institution like Snow College, the FTE and headcount are thesame, 2,400 thisyear. But SLCC has12,000
FTE and 22,000 head count because most of the students work and take a smaller course load. Mr.
Johnson said there are 125,000 headcount students in the entire system with 93,000 FTEs.

Sen. Hillyard noted that tuition is an important component of the formula because if more students enroll
than planned, the institution needs more money to cover the instruction; if less students come than
anticipated, more funding is needed to cover the loss of revenue. Mr. Johnson noted Item 1V, Core
Support, provides for some equity among the institutions. Commissioner Foxley said you must ask if
higher education is better off with or without the formula, and the Regents feel the answer is, "We are
better off."

Rep. Dayton asked if the formula transfers the fiduciary responsibility statutorily assigned to the
Legidatureto the Regents. Mr. Johnson said the Board of Regents only makes suggestions they hopethe
Legidature will adopt. Rep. Dayton said that no matter how much money is given, it is truly never
enough. She questions why the Committee can't just give the institutions as much as possible, have them
determine how to spend it, and then report back how it was spent. Mr. Johnson said the Regents would
prefer that method. Sen. Hillyard said the co-chairs need to understand the needs so they can explain them
to the Executive Committee so it is important to go over the details.

Fiscal Analyst Boyd Garriott distributed a handout containing the Analysts evauation of the formulaas
well as an identification of issues and problems. The analyst's fed that the formula does not meet the
requirement set out in intent language adopted by the Legislature in the 2000 Session to reduce funding
dependence on enrollment growth. Table 1 on page 3 of the handout shows that the formula funding
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mechanism is based on thefull cost of instruction plusindirect support costs while the allocation method
on Table 2, page 4 indicates the distribution base which is based on the direct cost of instruction. The $62
million identified by the formulaas necessary for higher education isfar higher than is realistically going
to be dlotted to higher education.

Sen. Hillyard pointed out that raising tuition doesn't always rai se necessary funds because the student mix
may change; out-of -state students (who pay substantially higher tuition) don't come with the increase, so
in-state students fill in those spaces at alower tuition rate. Revenues can actually go down even though
tuition goes up.

Mr. Garriott said the analysts welcome the addition of inflation to the formula. He discussed enrollment
growth funding and details of the costs reported by Mr. Johnson. The real question is whether the right
items have been built into the formula, such as the omission of important items like fuel and power rate
increases, O & M, etc. Since al presidents want salary equity, the analysts have determined a way to
allocateavail ablemoney according to threeingtitutional categoriesthey devised. Hebriefly discussed other
concerns noting that block grant alocations suggested by Rep. Dayton would require statutory changes.
Hefedstheformulastill reliestoo heavily on enrollment growth and that it doesn't provide funding equity
for like ingtitutions (page 7).

Sen. Hillyard said ingtitutional highlights should be given when each ingtitution gives their own
presentation rather than at one meeting (as outlined on the session agenda proposal).

Sen. Julander moved to adjourn.
The motion passed unanimously, and Committee Co-Chair Hillyard adjourned the meeting at 5:15 p.m.

Minutes were reported by Rolayne Day, Secretary.
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